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2 KEY ECONOMIC INDICATORS: MOROCCO 


All values in million US $ Exchange Rate as of report date 
unless otherwise stated US $1.00 = DH 4,50 (dirhams) 


A B Cc »* 5 
ITEM Cummul ative % Rate of 


1971 1972 1973 % Change Growth 
2/ 


INCOME, PRODUCTION, EMPLOYMENT — 


GNP (Current Prices) 4,200 4,577 5,104 = 
GNP (1960 Prices) 3,218 3,378 3,462 = 
Per Capita GNP (Current Prices )(US$) 262 286 310 = 
Fixed Investment (Current Prices) 600 593 620 = 
Value Construction Authorizations (7/73) 129 148 113 
Value Agric. Production (1960 Prices) 877 908 810 = 
Electricity Consumption (10/73)(Bil. Kwh) 1.9 2.1 1.8 
Value Phosphate Exports (10/73) 117 146 179 
Industrial Production (1958 = 100) 180 185 200 
MONEY AND PRICES 2/ 
Supply Money/Near Money (End Yr.; @1/73) 1,485 1,752 1,990 
Public Debt - Domestic 455 522 N/A 
Public Debt - Foreign 742 873 N/A 
Debt Service Ratio — 12 12 
Budget Receipts 714 737 
Budget Expenditures Of Which: 1,011 1,058 
Investment Budget 288 285 
Average Casablanca Consumer Prices 
(1958 = 100)(End of Year) 138.6 143.9 158.9 
BALANCE OF PAYMENTS 2/ 
Net Gold/Exchange Reserves at year end 191 282 367 
Balance of Payments (Balance on Current 1/ 
and Long-term Capital Accounts) + 52 + 94 + 80= 
Balance of Trade (11/73) - 201 - 136 - 220 1/ 
Exports FOB (11/73) 505 641 832 +27.4 +25.0 = 
U.S. Share (%) 1 2 1,5 +14,0 1/ 
Imports CIF (11/73) 706 777 1,052 +29.5 +28.0 = 
U.S. Share (%) 14 8 10,7 +72,0 
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Main Imports from U.S, (1000's MT/US $ millions) 1972: Wheat (297,3/22.2); Vegetable 
oils (34.3/9.9); Cotton (3.5/2.8); Earthmoving equipment (.4/1.0) 


Embassy estimate for full year. 


All dirham figures for domestic series (e.g. GNP) converted at present exchange 
rate; but balance of payments-related series inching external debt, at rate in 
force at time, i.e. US $1.00=DH5.00 (1971); DH4.60 (1972), In latter case, 
percentage changes are different in dollars than in dirhams. 


External debt payments as % exports of goods and services. 
C/same cummulative portion of B. 


Average growth rate for period indicated measured on annual basis of current 
year to date, 


Sources: Central Statistical Service; Foreig: Exchange Office; Bank of Morocco; 
IMF Documents. 





SUMMARY 


Morocco enters 1974 in better economic shape than many developing 
nations, Phosphates, its chief export commodity, have tripled in 
price, giving the government new resources with which to weather 
world economic uncertainty, move forward with development plans, and 
stimulate a long overdue economic upswing. Last year, a sputtering 
start to an ambitious 1973-1977 development plan, plus a poor cereals 
harvest and lagging investor confidence, added up to a low real growth 
rate around 2.5 percent, To revive the economy in 1974, the government 
plans a substantial investment program which would stimulate aggregate 
demand and business activity, To the extent that this program is 
carried out, real GNP growth could bounce back to about 10 percent 
this year, assuming an adequate cereals crop in the summer, Economic 
revival will, however, have the negative effect of aggravating already 
serious inflationary pressures generated by skyrocketing world prices 
for basic commodities, 


The balance of payments should continue to be a bright spot in the 
Moroccan economic picture, The phosphate price increase should swell 
1974 export receipts by about 80 percent to $1.5 billion, providing an 
adequate hedge against ballooning oil prices and other heavy import 
costs, With the merchandise trade account in rough balance, tourist 
receipts, remittances from workers in Europe and economic assistance 
inflows should produce a moderate balance of payments surplus. A 
deep recession in Europe, a poor cereals crop or some combination of 
the two could, however, diminish the surplus considerably. 


The Moroccan Government's quickening implementation of its new develop- 
ment plan will create significant opportunities for U.S. exporters and 
investors, A number of large projects requiring capital equipment and 
engineering services have already been announced, More will follow as 
the year progresses. As for investment, the plan and new investment 
codes encourage the predominance of foreign investment in a number of 
high-priority areas programmed for rapid growth. Areas of most interest 
to U.S. investors are integrated complexes for meat/dairy production 
and food processing, the development of secondary tourist regions and 
sub-contracting to complement existing manufacturing operations in 
Europe. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Economic Upswing Probable As Work Begins on New Development Plan 


The level of public investment activity is the key to revival of 

the Moroccan economy in 1974, Work on the new 1973-1977 development 
plan did not begin in earnest until the last trimester of 1973. As 
a result, government spending on development fell far short of 
expectations last year, totaling only an estimated $225 million, 
This disappointing fiscal performance, in conjunction with a poor 
cereals harvest and stagnation in private investment for the 

second consecutive year, added up to a low real growth rate around 
2.5 percent, 


By contrast, the Moroccan Government is targeting its investment 
expenditures for 1974 at $600 million. How close actual spending 
will come to this very ambitious target remains a major question 
mark, A level of $350-450 million seems, however, within reach, 
Current government expenditures will also grow sharply this year, 
from a little under $900 million to roughly $1200 million, as a 
result of salary increases for civil servants and burgeoning 
subsidy payments on key imported materials, Much of the massive 
increase in government spending will be covered by a 54 percent 
increase in revenue, largely brought about by the tripling of the 
export price of Moroccan phosphates announced by the National 
Phosphate Office in December, The overall budget deficit should 
nevertheless be greater than last year, heightening somewhat the 
stimulative role of fiscal policy. This should spur business 
activity. It should also help attract new foreign investment, 
which has been virtually absent since 1971, 


As always in Morocco, however, hopes for a good economic year turn 
on the summer cereal harvest. Winter rains were late but suffi- 
cient for an adequate crop in most parts of the country, If this 
materializes, and the government pursues a sound investment program, 
GNP could go up 10 percent this year in real terms. Some of the 
jump would, of course, be attributable to the low base created by 
sub-par economic performance in 1973, 


But Revival Will Aggravate Inflationary Pressures 


The economic upsurge projected this year will inevitably aggravate 
the inflationary pressures which skyrocketing world prices for basic 
commodities have generated in Morocco, Both wholesale and retail 
prices rose sharply in the second half of 1973, King Hassan person- 
ally announced in December that controlled consumer prices for sugar, 
flour, cooking oils and gasoline would be raised between 16 and 29 
percent, Producer prices of cereals, sugar beets and other products 
advanced concomitantly by an average of 28 percent. The King also 
decreed a 20 percent increase in the minimum wage for industrial 

and agricultural workers and 23 percent greater paychecks for civil 
servants. Some 3,2 million workers, or 80 percent of the labor 
force, were not touched directly by these salary measures, In 
recent weeks, however, many employers in Casablanca and other major 





cities have followed suit with wage increases on the order of 
10-15 percent, 


Higher wages, as well as heightened fiscal stimulus, will swell 
internal demand in 1974, Inflation is thus likely to be somewhat 
worse than last year, Current estimates range up to a 12 percent 
rate, as measured by the Casablanca consumer price index, compared 
with 10 percent in 1973, Price increases of this magnitude will 
induce some economic and social disequilibrium as the year progresses, 
Increased freight and packing costs, combined with a late start 

to the current season, have already created serious difficulties 
for Morocco's citrus industry, an important source of export income, 
Demand for credit, largely from hard-pressed importers of scarce 
and expensive raw materials, is outstripping growth of the money 
supply, raising the prospect of severe credit squeeze by summer, 
This will cause particular problems for the country's textile 

and chemical industries, Finally, much of the labor force will not 
find salaries advancing fast enough to keep up with rising prices 
and will suffer a resultant drop in real income, 


Phosphate Price Rise Assures Healthy Balance of Payments Situation 


Unlike most developing nations, Morocco can face the present 
uncertain world economic situation with a measure of confidence, 

The principal reason for this is the recent move of the National 
Phosphate Office, taking advantage of burgeoning global demand for 
phosphates, to triple its first semester 1974 prices to $40-42 a 

ton depending on quality. As the world's largest phosphate exporter, 
Morocco should be able to sell about 19,5 million tons in 1974, 

This should add an estimated $800 million to total export receipts, 
swelling them 80 percent over 1973 to approximately $1.5 billion, 


The additional phosphate income will be needed, Crude oil imports 
will cost an estimated $225 million this year, four times the 1973 
price tag. The value of wheat imports will come to at least $50 
million, partly because of the need to rebuild depleted stocks, 

even with a reasonably good 1974 harvest. Capital equipment purchases 
abroad will also jump substantially as implementation of the new 

five year plan goes into high gear, Added payments for imports, 
therefore, appear likely to absorb most, if not all, of the addi- 
tional phosphate receipts, leaving a rough balance in the merchandise 
trade account. Traditional earnings from tourism and overseas 
workers remittances, along with foreign assistance inflows, would 
then permit a moderate balance of payments surplus such as those 
registered in 1972 and 1973. Under these circumstances, net foreign 
exchange reserves could reach a record $450 million by the end of 

the year as compared with $367 million at the end of 1973. 


The balance of payments horizon will darken, however, if inadequate 
spring rains precipitate another poor cereal harvest, Wheat imports 
would then have to grow substantially to fill the gap, reducing the 





balance of payments surplus significantly. The surplus could 
disappear altogether if, at the same time, economic recession in 
Europe deepened to the point where there were fewer jobs for 
Moroccan workers and less European tourists visiting Morocco, 
Even under such pessimistic assumptions, however, Morocco should 
be able to pursué its development plans unhampered by balance of 
payments constraints. 


IMPLICATIONS FOR THE UNITED STATES 


Government Investment Push Provides Opportunities for U.S. Exporters 


The United States apparently continued in 1973 as Morocco's second 
most important foreign supplier (after France) with an 11 percent 
share of the market through November, Although final figures are 

not yet in, the value of imports from the United States was 

probably up roughly 75 percent for the year, reaching about $110 
million, The principal factor responsible for the jump was burgeoning 


world wheat prices, In all, wheat accounted for half of U.S. sales 
to Morocco in 1973, 


There were relatively few Moroccan imports of American capital goods 
in 1973, largely because of the low level of government investment 
expenditures, Revived development spending in 1974 should change 
this situation significantly. A number of new projects getting 
under way will provide important opportunities for both U.S. 
exporters and engineering firms. They include: A) constructing and 
equipping a new international terminal building at Casablanca's 
Nouasseur Airport, B) building, on a turn-key basis, a $36 million, 
120 MW thermal-electric generating station at Kenitra, C) remodeling 
and expanding the port of Casablanca, D) designing an additional 
phosphate port on the Atlantic and E) putting in a new port at 

Nador on the Mediterranean. Considerable road building activity 
will also begin, notably work on a Rabat-Casablanca expressway 

which the World Bank is financing, Interested American businessmen 
can obtain information on these and other projects in Morocco from 
the U.S. Department of Commerce, 


In seeking to penetrate the Moroccan market for capital equipment 
and other manufactures, American companies face stiff competition 
from traditional European suppliers, The effective devaluation of 
the dollar against the dirham over the past two years has, however, 
made U.S. goods more price competitive in many lines, To take 
advantage of this, American exporters must do more to establish 
effective agency representation in-country, emphasizing after-sales 
service and provision of spare parts. 


The full range of Export Import Bank loans and guarantees, including 





a cooperative financing facility with the Banque Marocaine de 
Commerce Exterieur (BMCE), is available to aid American businesses 
exporting to Morocco, Exporters of certain commodities can also 
benefit from credits provided under a $10 million agricultural 
sector loan which the U.S. and Moroccan governments signed last 
September, In addition, the First National City Bank and the Bank 
of America maintain branches in Morocco, 


Government Encourages Foreign Investment in Promising Sectors 


To help meet its ambitious development goals, the Moroccan Government 
is actively seeking more foreign investment, It is doing so in the 
context of a Moroccanization policy aimed in part at redirecting 

the thrust of foreign participation in the economy, 


The Moroccanization program, announced in the spring of 1973, 
requires by May 1974 or May 1975, 50 percent Moroccan ownership 

and Morogcan executive control over businesses in specified 
commercial and industrial fields, The government has reiterated 
that the program as announced is final and will not be extended in 
the future to other sectors. Although some questions remain, the 
government in recent months has clarified many technical details 
regarding the implementation of Moroccanization, Most firms of any 
size affected, including the relatively small number of American 
ones, appear to be meeting Moroccanization requirements rather than 
pulling up stakes, 


Beyond the changeover exercise required of certain existing invest- 
ments in Morocco, the government intends that Moroccanization serve 
as a future stimulus to guide new foreign investment into certain 
high-priority investment areas, Investment in these areas will 
benefit from substantial tax and other incentives under Morocco's 
new and very liberal investment codes, often without being subject 
to Moroccanization, The five-year plan targets the same areas for 
particularly dynamic growth, Most involve processing or manufacture 
for export, a top-priority sector in Morocco's current development 
strategy. Despite their world leadership in them, U.S. firms have 
so far invested very little in these areas whose principal features 
can be characterized as follows: 


-- Integrated Meat/Dairy Production, The five year plan projects 
government spending of $46 million to upgrade meat and dairy 


production, including $6.2 million for joint ventures with foreign 
investors to establish integrated livestock complexes. They will 
encompass feed production facilities, technical assistance to local 
growers, slaughtering and, in some cases, processing and packaging 
facilities, U.S. companies could exploit their leadership in range 
management and meat processing by providing management services, 
technical assistance, machinery and some capital for such ventures, 
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-- Growing and Processing Specialty Fruits and Vegetables, Morocco 
is anxious to attract agribusiness investment which will help put the 


country's considerable agricultural resources to more efficient, 
export-oriented use. The plan envisages government spending of 

$9 million in the agro-industrial sector, principally for joint 
ventures with private capital setting up integrated field/factory 
operations in irrigated regions close to labor and materials. There 
are 15 major fruit and vegetable processors in Morocco (mostly 
European) but only one such integrated investment. U.S. investors 
could take advantage of Morocco's favorable climate and low labor 
costs by entering with some capital, managing processing operations 
and guaranteeing foreign marketing. Land for such undertakings, 
possibly including newly-available recuperated farms, would probably 
be owned by the government or by private cooperatives. 


-- Light Manufacture for Export, The plan singles out for expansion 
and modernization the manufacture of certain export-oriented products 
such as construction materials, electronic components, truck/car 
parts, and hosiery/knitwear., Annual growth in these areas, where 
there is currently little foreign investment, is programmed from 

1l to 16 percent. Production would be directed toward markets in 
the European Community which levies no duties on Moroccan industrial 
exports. Given Morocco's proximity to Europe, American firms could 
take advantage of low labor costs and generous investment incentives 
to mount sub-contracting operations complementing their present 
activities on the continent. 


-- Tourism in Underdeveloped Areas. According to plan estimates, 
Morocco will receive 2.7 million tourists in 1977 as compared to 


1.4 million in 1973. To accommodate vastly more visitors, the 
government plans to spend $90 million on hotel construction, 
advertising and other activities. Its top priority will be expan- 
sion of secondary tourist regions such as the far South and the 
Mediterranean coast, The new investment codes give maximum benefits 
for ventures in such areas, The Moroccan Hotel Credit Corporation 
will finance up to 70 percent of tourism investments at an intexest 
rate of 6-7 percent, 


-- Engineering Consultants, The plan does not deal with consultants 

as such but they could obviously play a key role in the design and 
implementation of many of its projects. Consulting is relatively new 
to Morocco, involving at present mainly a few French firms. Given 

U.S. leadership in this field, the Moroccan government is anxious to 
attract some American consulting firms as well. Resident American 
consultants could over time expand general U.S. business influence 

and activity in Morocco, as well as introduce new management approaches 
and computer techniques. 


U.S. businessmen interested in investigating these and other invest- 
ment opportunities in Morocco can get current data on the five year 
plan, new investment codes and Moroccanization from the U.S. Depart- 
ment of Commerce. 
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